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Analysis and Outlook for China’ s Economy and Macro—economic
Policy in 2011 1% Quarter: Sound Economic Growth leaves Room

for Price Control

Executive Summary

During the first quarter of 2011,China has maintained steady and rapid
economic development since the second half of last year, with improved economic
structure. Under the background of the shift from a moderately easy monetary policy
to a prudent one, the social liquidity gradually goes down to a normal level. Trade
deficit appeared in this quarter due to the soaring domestic demand and rising price of
major commodities. Nevertheless, there are still some major problems existing in
China’s economy. The core inflation rises fast, making the inflationary situation still
serious. The trade volume shrinks while the price maintains static in the real estate
market, adding pressures to the macro-control. The shortage of credit funds enlarges
potential risks of previous large-scale investment and construction projects. Slow
consumption growth means that there is still a long way to go to transform the pattern
of economic development. Viewing the future, with the relatively steady external
demand, the accelerating industrialization and urbanization will make the investment
and consumer demand to be constantly brisk, and the 12th five-year-plan will produce
many development opportunities as well as more sustainable areas of economic
growth. We expect a more stable and better economic growth in the coming period. As
for the macroeconomic control, it will still be the primary task to keep the general
price basically stable. Specifically, the monetary policy will focus on three major
dimensions. First, there is still some space to raise the required reserve ratio, but the
frequency may decrease obviously. Second, it’s possible for the central bank to raise
the interest rate for 2-3 times for the rest of the year. Last but not the least, the
appreciation of the RMB against the US dollar would accelerate moderately. The
fiscal policy will stick to support certain areas and limit others and emphasize on
providing limited funds to weak links to promote the economic restructuring.
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